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10. Please refer to USPS-T-26, Attachment M, page 1. Footnote 6 states
that Christmas air terminal handling and hub and spoke costs are non-distance
related and cites attachment Z as the source of the distance/non-distance related
percentages.

a. Please explain what the Christmas Network Line Haul costs are, why they are
considered ‘hub and spoke’ costs, and why they are considered non-distance
related.

b. Please explain why LR I-60, pg. 4 treats these cost as distance related.

RESPONSE

a. it is my understanding that Christmas Network costs are the costs of
contract air transportation provided to meet the pre-Christmas onslaught
of mail. In FY 1998, the Postal Service established daytime hub
operations at three sites: Blytheville, Arkansas; Indianapolis, Indiana; and
Ontario, California. These are known within postal operations as the
CNB, CNI and CNO hubs. In is my understanding that the Christmas
Network Line Haui cost are those costs that accrue to the CNET linehaul
account, 53542. It is my understanding that these expenses are
associated with aviation operations that are not classified as terminal
handling costs. To the best of my knowledge Christmas Network Line
Haul costs are, conceptually, similar to Eagle costs and are treated as
such in my analysis.

b. As witness Pickett explains on page 4 of his testimony, LR-I-60 is an
update of the calculation of distance-related costs from PRC LR-6 in

Docket No. R97-1. As in R97-1, that methodology is not the basis for my
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calculation of zone-related parcel post transportation costs. The basis for

my calculation is whether or not costs are directly related to zone.
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